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Introduction.
In recent years, many firms have adopted a strategy based on customer intimacy (Treacy and Wiersema, 1993, Kaplan and Norton, 2004 ) and yet the accounting literature on customer accounting (CA) has been described as "little more than fledgling" (McManus and Guilding, 2008, p. 783) , particularly when compared to the broader concern for customer focused metrics in the marketing literature. Gleaves et al. (2008) highlight confusion and contradiction in the marketing literature with respect to the understanding of customer profitability and conclude that marketing requires an input from management accounting (MA) to shore-up and clarify its CA measures. To date, such support appears to be lacking as Bates and Whittington (2009) discovered relatively minimal coverage of customer profitability analysis (CPA) in management accounting texts and nothing at all on the forward looking measures of customer lifetime value (CLV) and customer equity (CE) . Only customers that are profitable in the long term will enhance shareholder value, hence some form of CA, preferably a forward looking metric, is necessary to enable firms to maximise shareholder value. Moreover, "Management accounting must serve the strategic objectives of the firm" (Kaplan, 1984, p 414) , but the limited accounting literature on CA practices has highlighted a potential information gap, especially for firms following a customer-focused strategy.
The only two prior surveys that specifically concentrate on CA practices have produced contrasting results. Guilding and McManus (2002) identified five dimensions of CA and surveyed large Australian companies on the usage and perceived managerial merit of these CA practices. In particular, they found higher than expected usage rates, as mean scores for the usage of three of the five CA practices surveyed, were above the mid-point of their measurement scale. Interestingly the forward-looking measures of CLV and CE were the least used measures and yet a positive association between market orientation and CA usage was found. In contrast, Shanahan et al.'s (2007) replication survey in New Zealand found lower CA usage and perceived merit rates, and no significant association between market orientation and CA usage. The limited accounting literature on CA usage and the contrasting results from prior surveys on CA have prompted this replication and extension of the prior survey on the use and perceived merit of CA in New Zealand.
The remainder of this paper is organized as follows. Firstly a brief review of the literature on CA practices is conducted including an outline of the contrasting results of the two previously surveys of CA practices, in Australia and New Zealand. Subsequent sections present the research objectives, research method, survey findings and a comparison of results with those of the two previous surveys, followed by conclusions and suggested areas for future research.
The literature on customer accounting.
Rallying cries such as "the customer is king", "putting the customer at the centre of the organisation", and the "the customer drives what business does" have sounded throughout the business literature in the 1980s and 1990s (Boyce, 2000) . The 1980s have been called the 'decade of customer consciousness' (Albrecht, 1992) . Boyce, (2000) notes that many other researchers called this the era of 'customer revolution' and cites Peters and Waterman's, 'In Search of Excellence (1982) ' as awakened interest in the importance of getting close to the customer. But such customer proximity has its costs. For many firms, especially those that differentiate on the basis of customer intimacy (Kaplan and Norton, 2004) , the costs to serve, and hence customer profitability (CP), can vary enormously from customer to customer. This is demonstrated by case study research on CP which shows that although the Pareto 80/20 rule may apply to revenues (i.e. 80% of revenues are generated by 20% of customers) when profits are considered the variation is much bigger. For example, Kaplan and Cooper (1998) highlight how in the Kanthal case (Kaplan, 1989) the most profitable 20% of customers generated 225% of profits, whilst the least profitable 10% of customers lost 125% of profits. Thus, any customerfocused firm, where costs to serve vary between customers or customer groups, needs to measure CP and provide CA metrics that will assist management make decisions about unprofitable, break-even and profitable customers. There are demands on the management accounting discipline for the "production of a quantified knowledge that transforms the customer into a novel, highly flexible calculable space inside the enterprise" (Miller, 1994, page. 240) . Such demands have given rise to the use of various technical terminologies and valuation techniques within contemporary businesses and such terminologies have been included under the umbrella heading of 'customer accounting' by Guilding and McManus, (2002, page. 48) who say that 'customer accounting' "includes all accounting practices directed towards appraising profit, sales, or present value of earnings relating to a customer or group of customers". Kotler (2003) identifies how customer-focused firms require a change in emphasis from product to customer, and calls for a move from short term CPA to a focus on CLV. How has the MA function responded to this call? Kaplan and Norton (2004) seem to share Kotler's (2003) view on the need for a shift in focus from product to customer as they discuss the trend away from a product driven economy, based on tangible assets, to a knowledge and service economy based on intangible assets. They argue that choosing the 'customer value proposition' is central to strategy. Hence, the balanced scorecard (BSC) has had a customer perspective from the outset (Kaplan and Norton 1992, 1993) and CP was quickly included (Kaplan and Norton 1996) , although no specific guidance was given of how it should be measured. The necessary guidance should be in the costing literature, and Kaplan and Cooper (1998) do stress that manufacturing costs, and operating costs in service industries, can be strongly influenced by customer behaviour and demand. Moreover, Kaplan and Cooper (1998) claim that this 'causes customer costing to become even more important than product costing (p. 189). This is consistent with Johnson (1992) who warns against the use of ABC to help reduce costs and raise margins whilst "doing business as usual" (p. 153), and stresses the need to assess processes "in terms of satisfying customer wants" (p. 152). Johnson (1992) suggests that customer-focused firms may find customer-specific information on costs useful to assess the impact that relationship-building activities have on profitability, but claims that few companies have ever compiled such information.
A review of developments in MA's approach to profitability analysis highlights that although ABC product profitability analysis has developed at a sprint, CPA developments have been very sluggish by comparison. Shields (1997) conducts a seven-year content survey on major accounting journals but finds no articles on CA. Smith (2002) is surprised to find that over the 15 previous years surveyed there was not even one major academic paper on CPA published each year. The scant accounting literature mainly contains calls for the analysis of customer related costs and hence a historical CPA, for example: Bellis-Jones (1989) and Howell and Soucy (1990) . Ward (1992) uses the alternative term customer account profitability (CAP). He prefers a marginal costing approach based on the contribution that customers make to common fixed costs. Smith (1993) calls for a move from a product profitability measure to CPA. Smith and Dikolli (1995) highlight the benefits of using ABC methodology to produce CPA. Kaplan and Narayanan (2001) describe how CPA, based on ABC methodology, can prompt management actions to transform unprofitable customers to profitable ones by process improvement, pricing adjustments and relationship management. Without actually using the term CLV, Kaplan and Narayanan (2001) suggest monitoring "the longitudinal variation of customers over time to calculate their total life-cycle profitability" (p. 13), thus providing one of the few mentions of the need for a forward looking CA metric (like CLV) to be found in the accounting literature. Innes and Mitchell, 1995, Innes et al., 2,000) do find evidence that practitioners use CA, and the need for CPA is often cited as a key reason for the adoption of ABC. However, such survey evidence is unclear on the level of sophistication of the CA metrics in use. A replication in New Zealand of Innes et al.'s (1999) UK survey found that 46.7% of the ABC adopters cited the need for CP as one of the purposes of ABC (Cotton et al., 2003) . A key milestone in the CA literature is the first survey that specifically concentrates on CA or equivalent. Guilding and McManus (2002) attempted to delineate CA practices, identified five dimensions of CA and surveyed large Australian companies on their usage and perceived managerial merit of CA practices. They found scores for the perceived merit of CA to be significantly higher than reported usage rates and also highlighted a positive association between market orientation and CA usage. In contrast, Shanahan et al.'s (2007) replication survey found lower usage and perceived merit rates in New Zealand and no significant association between market orientation and CA usage.
Surveys (for example
On the other hand, the marketing literature on CA "is much more broad-ranging with much greater attention directed to less measurable facets of customer related performance, lifetime customer valuation analysis and also ways that CA measures can be used to further decision making and control" (McManus and Guilding, 2008, p. 785) . Mulhern (1999) identifies no less than seven different ways that CP is referred to in the marketing literature and shows that the terms CP and CLV are often used interchangeably. Moreover, Jain and Singh (2002) report that the terms CE and CP are used to identify what is actually CLV and found no consensus on a best method of calculation. Although the use of historical CPA is described as common (Blattberg and Deighton, 1991 , Storbacka, 1997 , Mulhern, 1999 , Jacobs et al., 2001 , in contrast to the accounting literature the marketing literature focuses much more on future oriented metrics like CLV and CE. The emergence of a literature on CE demonstrates that marketing is beginning to focus on the customer as an asset (Bell et al., 2002 , Gupta and Lehmann, 2003 , 2005 , Storbacka, 2006 . Blattberg and Deighton (1996) suggest that the CE metric is a key criteria in finding a balance between customer acquisition and retention and define it as the discounted value of individual customer's expected lifetime contribution to the company's fixed costs. In contrast, Bayón et al. (2002) measures CE based on profits not contribution. CLV is more prominent in the marketing literature but definitions vary considerably. Hoekstra and Huizingh (1999) measure CLV by discounting future income from customers. Berger and Nasr's (1998) CLV model does not include customer acquisition costs or fixed costs. This brief review of the marketing literature explains why Gleaves et al. (2008) highlight confusion and contradiction in the marketing literature with respect to the understanding of CP and conclude that marketing requires an input from MA to shore-up and clarify its CA measures.
The stark difference in coverage of CA in the MA and marketing literatures is of interest because it suggests that aspects relating to the nature of the two disciplines, and the actors within them, may affect the extent of cooperation and collaboration between them with respect to the development and utilisation of CA practices. Shanahan et al. (2007) cited Lindsay (1994 Lindsay ( , 1995 as support for the importance of replication to establish the validity and significance of prior research findings, and to establish whether the results also hold under different conditions. Shanahan et al. (2007) therefore conducted a faithful replication in New Zealand of the Guilding and McManus (2002) Australian survey on the use and perceived merit of CA practices, but found contradictory results in several respects. In particular Shanahan et al. (2007) found lower usage rates and perceived merit scores in New Zealand, with statistically significant differences with respect to the mean usage of LCPA, CE and use of CA generally, and with respect to the perceived merit of all practices except CPA. Moreover, Shanahan et al. (2007) suggest an opportunity to improve the research method by not using an all inclusive category called 'customer accounting' as this appeared to cause confusion and thus produced distorted results. This advice is followed in the current research.
Using the independent variables competitive intensity, market orientation, and the square of competitive intensity, Guilding and McManus (2002) found statistically significant relationships for all usage and perceived merit regression equations formulated. In contrast, Shanahan et al. (2007) found no significant regression for the use of any of the five CA practices, and found significant regression equations for the perceived merit of only three CA practices. This led them to suggest that in future research other factors need to be investigated and their suggestions include competitive strategy, industry type and company size as worthy possibilities. This study takes their advice and also adds the use of ABC costing methodology and the adoption of Kotler's (1993) alternative concepts of marketing strategy as additional independent variable to be investigated.
Research objective
The aim of this research is to extend our knowledge on the usage and perceived merit of customer accounting by partially replicating the Shanahan et al, (2007) study whilst adjusting the methodology used to rectify the problems, identified above, that are evident in both the Guilding and McManus (2002) and the Shanahan et al, (2007) surveys. In the previous New Zealand study, only minor support was found for the relationship between the factors competition intensity and market orientation and the usage and perceived merit of customer accounting and the relationships were found to be much weaker than those found in the Australian study. This suggests the importance of examining various other factors that may have an effect on the usage and the perceived merit of customer accounting in New Zealand. Consequently research objective 1 is stated as follows:
To identify the extent of usage and the perceived merit of customer accounting practices in New Zealand, where customer accounting "includes all accounting practices directed towards appraising profit, sales or present value of earnings relating to a customer or group of customers" (Guilding and McManus, 2002, page. 48) .
A review of the management accounting and the marketing literatures determined the CA terminologies that may be in use in New Zealand and identified the need to revise and redefine the CA terminologies that had been incorporated in the previous Australian and New Zealand surveys. For example, the terms CLV and CE were not previously used by Guilding and McManus (2002) and Shanahan et al, (2007) but were included in this study due to their prevalence in recent literature. This was considered necessary to enhance the correct identification process of the usage and the perceived merit of customer accounting practices.
The previous two studies examined the effect of only two factors (competition intensity and market orientation) on the usage and the perceived merit of customer accounting and in New Zealand found only a weak relationship was found. This research therefore investigates more factors that may have an effect on the usage and the perceived merit of customer accounting in order to gain a more comprehensive understanding of the contingent nature of customer accounting practices in New Zealand. Consequently research objective 2 is stated as follows:
To examine the effect of independent factors, such as, industrial sector, competitive strategy, environmental uncertainty, market orientation, company size and costing methodology, on the usage and the perceived merit of customer accounting.
A summary of the formulated hypotheses for testing against the survey results is provided in Table 2 below. Hypothesis 1a: CA usage rates are higher in companies with a highly diversified competitive strategy.
Hypothesis 1b: the perceived managerial benefit of CA is greater in companies with a highly diversified competitive strategy. Hypothesis 2a: CA usage is higher in organizations that conduct their marketing activities within the 'marketing' or the 'customer' concept.
Hypothesis 2b: the perceived managerial merit of CA is greater in organizations that conduct their marketing activities within the 'marketing' or the 'customer' concept. Hypothesis 3a: CA usage rates are higher in companies which operate in an unstable environmental setting than in companies which operate in a stable environmental setting.
Hypothesis 3b: the perceived managerial benefit of CA is greater in companies which operate in an unstable environmental setting than in companies which operate in a stable environmental setting. Hypothesis 4a: CA usage rates are higher in companies using ABC systems.
Hypothesis 4b: the perceived managerial benefit of CA is greater in companies using ABC systems. Hypothesis 5a: CA usage rates are higher for larger companies.
Hypothesis 5b: the perceived managerial benefit of CA is greater in larger companies. Hypothesis 6a: CA usage rates are higher in companies within the financial service industry than in other industries.
Hypothesis 6b: the perceived managerial merit of CA is greater in companies within the financial services industry than in other industries.
Method and variable measurement

Sampling procedures
The initial intention was to mail a questionnaire survey to the chief accountant (chief financial officers (CFO)/finance managers/management accountants) and marketing manager of all 156 organizations listed on the New Zealand stock exchange (NZX). To improve response rate initial investigations were conducted to identify survey respondents by name, and in the process 20 organizations were excluded from the study 1 The exclusion of these 20 companies from the survey is not expected to bias the sample in any way. Within two weeks of sending out the questionnaires, 17 responses were received. After follow up phone calls a further 35 responses were received. Of the 52 responses 8 questionnaires were not completed 2 . Hence, from the 136 organisations 1 Exclusions were for the following reasons: 9 potential contacts advised that they would not be able to participate in the study stating either time constraints or lack of relevance of the study to the organization as their reason. The other 11 organizations were found to be situated overseas, and as the research was focused on New Zealand operations they were excluded. 2 Reasons stated were: it was company policy not to respond to surveys, the company did not have a relevant customer base, the recipient was not the right person in the organization to be surveyed (this latter reason was mentioned mostly by marketing managers). surveyed there were a total of 44 usable responses (a 32.5% response rate). There were 37 responses from chief accountants and 7 from marketing managers, all from different organisations.
Variable measurement.
The CA practices surveyed are defined in the "Glossary of Terms used in the Questionnaire" which was sent to all respondents and is reproduced in the appendix along with the survey instrument. The analysis of results is explained below.
CA usage.
The same instrument as employed by Guilding and McManus, (2002) and later in the replication by Shanahan et al, (2007) was applied in the questionnaire regarding 'CA usage' rates. Therefore, following the question, "To what extent does your company use the following practices?" the four CA practices, 'CPA-IC', 'CSPA', 'lifetime CPA/CLV' and 'CE', were listed in the questionnaire. Next to each practice, a likert scale ranging from 1 ("not at all") to 7 ("to a large extent") was provided. Also, the participants could indicate if a practice was not applicable to their organization, by ticking "N/A3".
Each of the four CA practices has been operationalised as separate dependent variables in this study. Each of these variables, were coded between "1" to "7" (1 being the practice not being used at all and 7 being the practice used to a large extent), in the database that has been used to store all the survey responses4. The table below displays the dependent variables for CA practices and their corresponding proxies used for regression analysis. Perceived managerial merit of CA. Again, the same instrument implemented by Guilding and McManus, (2002) , and Shanahan et al, (2007) was employed in the questionnaire regarding the perceived managerial merit of CA. The construct, perceived managerial merit of the four CA practices was therefore measured using the same seven-point likert scale as described in the last paragraph. The question regarding the perceived managerial merit of CA had therefore been framed as "To what extent do you consider the following practices are or would be a useful aid to management in your company?" The perceived managerial merit of the four CA practices had also been operationalised as separate dependent variables in this study. Again, each of these variables were coded between "1" to "7" (1 being perceived as not at all useful and 7 being perceived as useful to a large extent), in the database. The table below displays the dependent variables for the perceived managerial merit of the four CA practices and their corresponding proxies used for regression analysis. To what extent do you consider these types of competitive strategy are utilized by your company?" the five competitive strategies, 'cost leadership', 'differentiation', 'focus-cost leadership', 'focus-differentiation', 'defender', 'prospector', and 'analyser' were listed in the questionnaire. Again a likert scale, ranging from 1 ("not at all"), to 7 ("to a large extent") was provided next to each competitive strategy.
There are seven independent variables that have been used for competitive strategy, each variable being coded between "1" to "7" in the database depending on the extent to which the seven different strategies, mentioned above are perceived to be employed in the organization. The table below displays the independent variables for competitive strategy and their corresponding proxies used for regression analysis. 
Market Orientation.
For market orientation, a similar format of question was constructed. The five types of marketing orientation: 'production concept', 'product concept', 'selling concept', 'market concept', and 'customer concept', operationalised for this study were measured using the same seven-point Likert scale described earlier. The question for this construct was framed as, "To what extent do you consider these types of market orientation are adopted by your company?"
For market orientation, five independent variables have been used, each variable being coded between "1" to "7", depending on the extent to which each of the five different types of market orientation are adopted by the organizations. The independent variables for market orientation and their corresponding proxies are displayed in the table below. Environmental uncertainty was represented as organizational structure in the questionnaire. Therefore regarding environmental uncertainty, the question that was asked was "Where do you consider your organization lies on the continuum between 1= 'totally mechanistic' to 7 = 'totally organic'?" Again, a likert scale ranging from 1 to 7 had been provided between two extreme organizational structures 'totally mechanistic' to 'totally organic', for this construct. The proxy for independent variable environmental uncertainty (ORGST) represents organization structure, where the variable was coded between "1" to "7", depending on the structure of the organization.
Costing Methodology.
The question regarding costing methodology had been framed in the questionnaire as "Does your organization use Activity-Based-Costing methodology for the determination of profitability cut by product, customer or otherwise?" Participants could either answer 'yes', or 'no'. The independent variable for costing methodology is operationalised as 'ABC'. This variable is dichotomous, taking a value of "1" if the organization uses ABC methodology and "0" if the organization does not use ABC methodology.
Company Size.
Turnover has been selected to represent company size. The participants had to select one among the four options of turnover in the questionnaire: "below $NZ 5 Million", "between $NZ 5 Million and $NZ 15 Million", "between $NZ 15 Million and $NZ 50 Million", and "above $NZ 50 Million". The instruction for company size was framed as, "Indicate the size of your organization based on its turnover in the last full accounting year." The ranges for the turnovers were selected by going through the turnovers in the income statements of a random number of companies. It was observed that companies on NZX had a turnover of between $NZ 5 Million to $50 Million, which inspired the selection of this range for the question. The independent variable, company size, operationalised as 'COMPSIZE', is dichotomous taking on a value of "1" for organizations whose turnover were between $NZ 15 million and $NZ 50 million, and above $NZ 50 million, and "0" for organizations whose turnover were below $NZ 5 million and between $NZ 5 million and $NZ 15 million.
Industrial Sector.
For industrial sector, the participants had to select from a list of 17 different industrial sectors. The organizations were separated in the IRG database on the basis of industrial sectors, which assisted the selection process of a range of different industrial sectors in the questionnaire. In case the participants felt that their organization did not belong to any of the listed industrial sectors, the participants could specify in writing the industry their organizations belong to. The instruction for this construct was framed as, "Indicate which industrial sector your organization belongs to. If you have ticked 'Other', please specify the industry your organization belongs to in the space provided." The independent variable for industrial sector, (IND) is dichotomous, taking on a value of "1" for finance organizations and "0" for any other organizations.
Results
The descriptive statistics of the CA usage rates are shown in Table 5 . The CA practices are presented in the table in descending order of usage, with means ranging from 4.55 for 'CSPA' to 2.05 for 'CE'. While the mean usage of the practices 'CSPA', and 'CPA-IC', scored above the midpoint of the measurement scale, the mean usage of the practices, 'lifetime CPA/CLV' and 'CE', scored below the midpoint of the measurement scale.
Excepting for 'CE' 5 , reported mean usage rates of all the CA practices showed higher scores than those reported by Shanahan et al, (2007) , which are stated in table 6 6. In the Shanahan et al survey all the means were below the midpoint of the measurement scale, ranging from 'CPA-IC' at 3.98 to 'lifetime CPA' at 2.37, whereas in this study the mean scores of two practices out of the four ('CSPA' and 'CPA-IC'), were above the mid-point of the measurement scale.
The holistic term 'customer accounting' used in the two prior studies, was excluded from the list of CA practices used in this study. 'Customer accounting' had the highest usage score in the Australian study, but only ranked third in the New Zealand study. Since 'customer accounting' was defined in a holistic way in both prior studies it should have had the highest score in both and therefore participants in the New Zealand study clearly misinterpreted the term and this produced distorted results. The higher usage scores reported in the present study, in comparison to the prior New Zealand study, may therefore indicate that exclusion of 'customer accounting' from the list of CA practices has improved the survey methodology.
The mean scores of the CA usage rates indicate that New Zealand companies are using CA practices much more than the results shown by the earlier study. Table 5 and 6 show that the results of this study are more comparable to the Australian than to the prior New Zealand study. The order of usage of CA practices in this study and the Australian study are the same, ranging from 'CSPA' with the highest mean to, 'CE 7 ' with the lowest mean. Also, the mean usage scores of the individual CA practices of this study are comparable to the mean scores of the individual CA practices in the Australian study. Consistent with the results of the Australian study, the first two practices, 'CSPA' and 'CPA-IC' in this study are above the mid-point of the measurement scale, whereas the last two practices, 'lifetime CPA/CLV' and 'CE' are below the mid point range. This contrasts with Shanahan et al.'s (2007) findings that 'CPA-IC' had the highest mean score and 'lifetime CPA' had the lowest. T-tests were used to see if the scores in each study were significantly different from each other, and it was found that: the mean usage of 'lifetime CPA', 'valuation of customers or customer groups as assets' and 'customer accounting' were all significantly higher in the Australian study than in the prior New Zealand study (t-stat 6.61, 5.42 and 3.69 respectively, p<0.001 for all). However, no significant differences in mean usage scores were observed between the practices in this study and the Australian one. On the other hand, the use of 'CSPA', was found to be significantly higher in this study than in the prior New Zealand study, (t-test 2.917, p<0.01). The results of the t-tests further confirm that CA practices are used to a greater extent in New Zealand than was earlier reported.
The final test that had been carried out is the Wil-coxon, two-related samples test. This test examines if the mean usage scores of the four practices in this study were significantly different from each other. First the highest used practice, 'CSPA', was compared to all the other practices in the list presented in table 5 chronologically, starting with the next highest ranking practice and ending with the least used one. The same step was repeated for the other practices in the list. This approach reveals several statistically significant observations and these are: that 'CSPA' is used significantly more than 'lifetime CPA/CLV' and 'CE' (p<0.001) and 'CPA-IC' is used significantly more than 'lifetime CPA/CLV' and 'CE' (p<0.001). The descriptive statistics of the perceived managerial merit of CA practices are shown in Table 7 . Again, the mean merit scores are presented in the table in descending order of usage, ranging from 5.59 for 'CSPA' to 3.48 for 'CE'. The rank order of the CA practices is the same for perceived merit as was for usage. All the mean scores, except for 'CE', are above the midpoint of the measurement scale. The mean perceived merit scores for each of the four practices are significantly higher than their usage rate scores. Wil-coxon related samples test have been used to determine this (for each CA practice, p<0.001).
Also a comparison using Wil-coxon related sample test between the perceived merit mean scores of the CA practices revealed that: the perceived managerial merit of 'CPA-IC' was significantly higher than the perceived merit of 'lifetime CPA/CLV' (p<0.005) and 'CE' (p<0.001), the perceived merit of 'CSPA' was significantly higher than 'lifetime CPA/CLV' (p<0.001) and 'CE', (p<0.001) and the perceived merit of 'lifetime CPA/CLV' was significantly higher than 'CE', (p<0.005). Table 8 lists the perceived merit scores of the CA practices of the Australian study and the prior New Zealand study. T-tests were used to examine if there were any significant differences in the mean scores in the perceived managerial merits of the CA practices between the three studies. The mean scores of four out of five CA practices in the Australian study were higher than those of the New Zealand study: 'customer accounting' (t-stat 4.37, p<0.001), 'CSPA' (t-stat 2.83, p<0.01), 'Lifetime CPA' (t-stat 2.55, p<0.02) and 'valuation of customers or customer groups as assets' (t-stat 1.93, p<0.1). However, there were no significant differences in the perceived managerial merits of the CA practices between this study, and the Australian study. This suggests that New Zealand businesses are becoming more aware of the merits of using CA practices than was reported before. Excepting for 'CE', the perceived merit scores of the CA practices in this study are all greater than the perceived merit scores of the CA practices reported by Shanahan et al, (2007) . Comparison of means with t-tests suggests that perceived managerial merit of 'lifetime CPA/CLV' of this study was significantly higher than the perceived merit of 'lifetime CPA' of the prior New Zealand study (t= 3.037, p<0.005). This indicates that organizations in New Zealand are increasingly becoming aware of the merits of using the CA practices that take account of how profitable customers are over their entire lives with the organizations. 
Regression Results
The results of the regression analysis, where the CA practice usage rates are the dependent variables, are presented in table 12 (appendix). Out of the four regression equations 8, three are statistically significant (p<0.15 and less). The adjusted R2s of the equations range from 9% to 50%. The results of the regression analysis, where the CA practice perceived merit rates are the dependent variables, are presented in table 13 (appendix). Out of the four regression equations 9 , three are statistically significant (p<0.01). The adjusted R2s of the equations range from 13% to 56%. The regression results are discussed below.
Competitive Strategy.
Minimal support was obtained for both hypothesis relating to competitive strategy (1a and 1b). The reports provided a plethora of different findings, across the different CA practices, with some providing support and others opposing the two hypotheses. Inspection of individual responses indicates that one likely reason for such unusual findings is that some respondents were not fully able to understand the strategy definitions used in the survey and/or relate them accurately to their own company's strategy. Another possible reason is that organizations are complex, consisting of many different departments, operations, and products (Vaivo, 1999) , and therefore participants may have faced difficulty in articulating one single answer regarding competitive strategy for the whole organization.
Market Orientation. 8 The regression equation where 'lifetime CPA/CLV' is the dependent variable is not significant. 9 The regression equation where 'lifetime CPA/CLV' is the dependent variable is not significant.
Strong support was obtained for the hypotheses concerning market orientation (2a and 2b). Both the factors, 'market concept' and 'customer concept' revealed positive and significant relationships with CA usage rates and the perceived merit of CA. The results demonstrated that companies that operate their marketing activities within the 'product concept', highly disregard the usage of CA practices. These findings indicate that companies which are product-centric neither currently use or perceive a benefit from the use of customer-centric management accounting practices, whereas those companies that are market-centric and customer-centric do. Some support was also found for the factor, market orientation in the Australian and the prior New Zealand study and the similar or stronger support obtained for the relationship between market orientation and CA usage and perceived merit, in this study adds weight to the conclusion that it is highly likely that there is a strong relationship between the factor, market orientation and the usage and the perceived merit of CA.
Companies that operate a marketing orientation of the 'customer concept', "go beyond a focus on customer segments to shaping offers and services to individual customers" (Kotler, 2003) . These companies are therefore likely to benefit from the use of CPA for individual customers and CLV (Bates and Whittington, 2009 ). Support has been found for this theory as the regression results show that the factor, 'customer concept', demonstrates a strong positive relationship with the usage of 'CPA-IC'. The regression analysis also reveals that companies operating under the 'customer concept' perceive high potential benefits from the use of practices that take account of the future profitability of customers (CLV and CE). It is interesting to note that companies within New Zealand that use CA practices mostly undertake their marketing activities within the 'market concept' rather than the 'customer concept', as stronger support was obtained for the relationship between 'market concept' and the usage and the perceived merit of CA. However, the adoption of the 'customer concept' was found to be significantly positively related to the use of 'CPA-IC' and this is consistent with the researchers' belief that companies that have moved on from the 'market concept' (a focus on customer segments) to the 'customer concept, (a focus on individual customers) would benefit from a CPA system focused on individual customers.
Contrary to the hypotheses, it was observed that companies which operate their marketing activities within the 'production concept', do use CA practices like 'CPA-IC', and 'CE', and also perceive that the usage of 'CPA-IC' would benefit management. This was an unexpected finding, given that 'production-oriented' companies usually only focus on mass producing a single commodity at a low cost, and therefore would not appear to need CA practices at all. In order to identify the reasons for this, the companies which had identified themselves strongly as production oriented were isolated and their company websites were checked. In all the cases it was observed that the companies were involved in producing many different types of product and therefore could not be described as entirely 'production-oriented'. This suggests that respondents may have misinterpreted the meaning of 'production concept' in the survey, and not appreciated that companies that operate their marketing activities within the 'production concept' are not customer centric.
Costing Methodology.
No support was found for the relationship between the usage of ABC and the usage of CA practices (hypothesis 4a). However support was found for the relationship between the usage of ABC and the perceived merit of CA (hypothesis 4b). The findings suggested that companies using CA perceive the usage of 'CSPA' and 'lifetime CPA/CLV' as highly beneficial. The CA literature suggests that companies often implement ABC for the sole purpose of using CA (Innes and Mitchell, 1995 , Innes et al., 2,000, Cotton et al., 2003 , Kaplan and Narayanan, 2001 . Adoption of ABC methodology provides companies with the means to accurately measure customer profitability for individual customers and report on how each customer differentially use resources (Bates and Whittington, 2009 ). Therefore, the reason why no significant relationship was found between the usage of ABC and CA, could be because, organizations comprising the sample may not be entirely clear about how to implement CA practices using ABC. Several papers have highlighted that organizations that have implemented ABC for product profitability measurement still struggle to measure customer profitability Whittington, 2009, Hinterhuber, 2008) . Since support was found for the relationship between usage of ABC and the perceived managerial merits of CA, this suggests that although some companies using ABC have not yet implemented CA they are aware of the potential benefits. Moreover, the results indicate that these companies are also aware of the potential benefits of practices that take account of the future profitability of customers. This suggests that companies that make use of ABC methodology have greater scope of using CA practices in the future, especially those practices that also take account of future profitability of customers. There is a need for future research to confirm this prediction.
Company Size.
No support was found for the hypothesis regarding company size (hypothesis 5a and 5b). The reason for this could be because the construct 'turnover', may not have been a relevant measure of company size for the purpose of this study even though 'turnover' is normally a good measure for company size, as shown by prior studies 10 . A more appropriate measure of company size for this study may have been 'number of customers'. Out of the many complexities that a large organization faces, one source of complexity for such organizations could be the existence of a large customer base. Chenhall (2003) argued that the complexity regarding the presence of a large customer base could be handled by making use of CA practices. Therefore 'number of customers' would probably have been a more relevant measure for company size in this study.
Industrial Sector .
No significant finding relating to the factor 'industrial sector' was found. On the basis of prior literature on CA usage in the financial services industry (For example Mitchell, 2004; Kaplan and Narayanan, 2001) , it was hypothesized that CA usage rates are high in companies within the financial service industry in comparison to other industries. There are only 14 companies within the financial service industry in New Zealand and out of the 44 responses obtained only 4 were received from financial services companies. The sample size for this construct is therefore very small and this could explain the lack of significant finding relating to industrial sector. As a larger population may provide more reliable results it is recommended that future researchers consider examining this factor within a survey on a larger population.
Environmental Uncertainty.
No significant relationship was observed for the independent factor, 'environmental uncertainty'. This could be because of the flaws in the way the factor 'environmental uncertainty' had been represented in this study. It is possible that 'organizational structure' was not the best construct to use for capturing the notion of environmental uncertainty for this study. As mentioned above, one source of uncertainty for organizations is the presence of a complex customer base and it could be argued that firms facing customer related complexities might benefit from the use of CA practices. Hence, a construct more representative of customer level complexities for the measure of 'environmental uncertainty' could have been a better and more direct model to use. Lopez et al, (2006) highlights that one of the sources of threat or uncertainty that a firm face from a customer base is the propensity of switching to another firm. Future researchers may consider examining the construct 'environmental uncertainty', by using a model which can capture customer switching trends, as this construct could be a better indicator of the need for CA.
Future research.
This survey discovered that the usage rates of CA practices in New Zealand companies in 2009 were similar to the usage rates of CA practices in Australia in 2002 (Guilding and McManus, 2002) , but higher than previously reported in New Zealand (Shanahan et al , 2007) . As this survey used an amended methodology from Shanahan et al (2007) (in relation to excluding the previously misinterpreted holistic measure of CA) it is not clear whether these increased usage rates actually indicate increased usage over time, or are due to more accurate results, or some combination of these and other factors. Moreover, since 2002 the usage of CA in Australian companies may have changed. Hence, future researchers should consider carrying out a comparative study to investigate CA usage rates in Australia and New Zealand at the same time. Similar arguments could be applied to investigation of the perceived merit of CA practices.
This study identified different strengths of relationship between the factors, 'market orientation' and 'competitive strategy' and the usage and perceived merit of CA practices to the previous studies. In fact this study highlighted a plethora of different findings, across the different CA practices, with some providing support and others opposing the two hypotheses being tested. There is therefore scope for future researchers to re-examine in detail the effect of 'competitive strategy', and 'market orientation' on the usage and the perceived merit of the various CA practices. There is also a need to re-examining the effect of the factors 'company size' and 'environmental uncertainty' on CA usage and perceived merit. It is suggested that 'number of customers' is used instead of turnover, as a more relevant indicator of company size for such research and also, in respect of 'environmental uncertainty, it would be worth investigating the relationship between customer switching trends and the use and perceived merit of CA practices.
Given that the need for CA measures is often cited as a key reason for the adoption of ABC, it was surprising that no support was found for a relationship between the usage of ABC and the usage of CA practices. However, support was found for a relationship between the usage of ABC and the perceived merit of CA. This anomaly certainly warrants follow up research, as it suggests that companies that make use of ABC methodology have greater scope for using CA practices in the future, especially those practices that also take account of the potential future profitability of customers. There is a need for future research to confirm this prediction.
Further research of CA practices would be useful to increase understanding of what CA practices are being utilised in what circumstances. In particular, such research could explore the use of CA practices in countries other than Australia and New Zealand.
It had originally been the intention in this research to investigate any differences in attitude towards CA between respondents from accounting and marketing disciplines and hence the survey questionnaire was sent to both chief accountants and marketing managers in each organization. Unfortunately, this objective could not be perused as in no cases did both the chief accountant and marketing managers respond. Future research, of a survey or case study nature, could specifically investigate differences in usage of, and attitudes towards, CA practices between the two disciplines.
Conclusions
The limited accounting literature on CA usage and the contrasting results from prior surveys on CA have prompted this replication and extension of the prior survey on the use and perceived merit of CA in New Zealand.
The current survey found that mean scores for the usage and perceived merit of CA practices in New Zealand in 2009 are similar to those found in Australia in 2002, and much higher than those reported two years previously by Shanahan et al. (2007) . Also, in line with the Australian study, but in contrast to the prior New Zealand study, strong support was found for the relationship between market orientation and the usage and perceived merit of CA practices. Additional findings of the current survey include support for a relationship between the use of activity-based costing (ABC) and the perceived merit of CA practices, but no support for a relationship between the use of ABC and the reported use of CA practices. Kotler (2003) advises firms that adopt the customer concept of marketing management, and hence forge a one to one relationship with their customers, to measure individual customer profitability. In line with this the current survey found a strong positive relationship between the adoption of the customer concept of marketing management and the usage of customer profitability analysis at an individual customer level.
Customer Segment Profitability Analysis (CSPA) is the practice of performing customer profitability analysis (as defined above), on a segment or customer group basis rather than on individual customers like that for CPA-IC.
Lifetime CPA, also known as customer lifetime value (CLV), involves extending the time horizon for customer profitability analysis to include future years. The practice focuses on all anticipated future revenue streams and costs involved in servicing a particular customer or customer group (Guilding and McManus, 2002) .
Customer Equity (CE) refers to the valuation of customers or customer groups as assets which involves the calculation of the value of customers for the company (Guilding and McManus, 2002) . Customer equity is also commonly described as the sum of individual discounted lifetime values of both present and future customers for the duration of time that they continue to transact with the company (Watt and Weir, 2008) .
Competitive Strategy relates to each business unit of the organisation and focuses on how individual strategic business units (SBU) compete within their particular industries and the way each SBU positions itself in relation to competitors. (Chapman, 1997) .
Types of Competitive Strategy:
• Cost leadership: implies that the organisation aims to become the lowest cost provider in its industry. The source of its competitive strategy may arise from factors such as economies of scale, access to favourable raw material prices, and superior technology (Chapman, 1997). • Differentiation: companies with a differentiation strategy focus on providing products and services with attributes that are highly valued by its customers. These include quality or dependability of product, after-sales service, the wide availability of the product and product flexibility. (Chapman, 1997). • Focus: in a focus strategy a company dedicates itself to a segment of the market that has special needs that are poorly served by the competitors in the industry. Competitive advantage is based on either cost leadership or differentiation (Chapman, 1997)
• Defenders: defenders have a narrow product range and undertake little product or market development. The functions critical for organisational success are finance, production and engineering with less emphasis on marketing and research and development (Chapman, 1997) . • Prospectors: prospectors are described as continually searching for market opportunities and as being the creators of change and uncertainty to which their competitors must respond. The marketing and research and development functions dominate finance and production, so efficiency and profit performance are not as important as maintaining industry leadership in product innovation (Chapman, 1997). • Analysers: analysers combine the strongest characteristics of defenders and prospectors (Chapman, 1997) . •
The Company's Orientation towards the Market Place:
• Production Orientation: in production-oriented businesses consumers prefer products that are widely available and inexpensive. These businesses concentrate on achieving high production efficiency, low costs and mass distribution (Kotler and Keller, 2006) . • Product Orientation: in product-oriented businesses consumers favour products that offer the most quality, performance or innovative features. Managers in these organisations focus on making superior products and improving them over time (Kotler and Keller, 2006) . • Selling Orientation: selling-oriented businesses hold that consumers, if left alone, won't buy enough of the organization's products. The organisation must therefore, undertake an aggressive selling and promotion effort The selling oriented concept is practiced most aggressively with unsought goods, goods that buyers normally do not think of buying (Kotler and Keller, 2006) . • Market Orientation: a market oriented business starts with a well-defined market, focuses on customer needs, coordinates all activities that will affect customers and produces profits by satisfying customers. These businesses focus on customer segments rather than on individual customers. The organisational goals of such businesses require them to be more effective than competitors in creating, delivering and communicating superior customer value to their chosen markets (Kotler and Keller, 2006) . • Customer Orientation: Customer-oriented businesses follow the same philosophy adopted by market-oriented businesses. However, the main difference between customer-oriented and market-oriented businesses is that, customer-oriented businesses focus on individual customers rather than on customer segments (Kotler, 2003) .
Organisational Structure 11 :
• Mechanistic: the mechanistic organisation is seen as a suitable response to a stable environment. Its activities are broken down into specialized parts which are integrated by means of vertical hierarchy. In these organisations activities need not always be planned in advanced or adjusted unduly as events unfold and the vertical hierarchical structure represents a highly efficient framework for allowing the co-ordination of necessary activity (Chapman, 1997). • Organic: this structure arises in response to an unstable environment. In an unstable setting, a "mechanistic" response, as described above, is inappropriate. In these organisations, pre-planning is virtually impossible and individuals have to carry out their job with the knowledge of overall purpose and the situation of the company as a whole. In this setting, different sub-units are required to mutually adjust their operations inorder to achieve the overall goal of the organisation (Chapman, 1997) .
Activity-Based-Costing (ABC): an ABC system overcomes the distorted product cost inherent in traditional volume based cost systems by focussing on activities rather than products and by using many secondary stage bases to allocate costs to products. Some of these bases are used to trace inputs that vary directly with the number of items produced, while others are used to trace inputs whose consumption does not vary with quantity (Kaplan, 1984) .
Turnover: annual sales volume net of all discounts and sales taxes 11 Organisations normally lie on the continuum between 'mechanistic' and 'organic'.
Questionnaire
Survey of the Usage and Perceived Merit of Customer Accounting in New Zealand
Consent to Participation in Research
Title of the Project: Usage and perceived merit of Customer Accounting.
Please tick the boxes below:
□ I have understood an explanation of this research project. □ I have had an opportunity to ask questions and have them answered to my satisfaction.
□ I understand that any information I provide will be kept confidential to the researcher and the supervisor.
□ I understand that the research project may be published in an academic journal □ I understand that published results will not use my name and that no opinions will be attributed to me in any way that will identify me.
□ I understand that my questionnaire will be destroyed one year at the end of the project, which is 16 th October' 10, unless I indicate that I would like them returned to me.
□ I agree to take part in this research.
If you would like to receive a summary of the results of this research please tick the box below:
□ I would like to receive a summary of the results of this research when it is completed. a. Each cell in the table above presents the regression coefficients, followed by the t-value in brackets. All t-tests are two-tailed tests of significance *p<0.15 ** p< 0.10 *** p< 0.05 ****p< 0.01 a. Each cell in the table above presents the regression coefficients, followed by the t-value in brackets. All t-tests are two-tailed tests of significance * p<0.15 ** p< 0.10 *** p< 0.05 **** p<0.01
